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T
ennessee workers and firms are increasingly exposed to
international trade. Although growing trade lifts many
boats, it also sinks more than a few. One of the few pro-
grams for those who are harmed by trade is the Trade
Adjustment Assistance (TAA) program, enacted by Con-
gress nearly 50 years ago. The TAA provides a combina-
tion of job training, income support, and tax credits to
workers who have lost their jobs as a result of increased
imports competition or because production has been
shifted overseas. (A similar program exists for specifically
NAFTA-related trade as well.)  In this article, we use the
TAA program as a sort of "canary in the coal mine" in
order to examine the local economy. The larger the usage
of the TAA, the greater the stress the local economy may
be experiencing. From this perspective, let's look at the
TAA trend in Tennessee.
TAA actions begin with a petition from the affected work-
ers, the company, a union or other authorized representa-
tive, or a public agency (usually the state employment
agency — in Tennessee, the Department of Labor and
Workforce Development). The Labor Department's Office
of the TAA then examines the petition. If it is found to
have merit, the TAA office issues a certification to that
effect, and workers are eligible under the program's aus-
pices. There is some dispute about the true relation
between TAA petitions and international trade. Some argue
that the number of petitions is inflated because firms and
workers will seek help under the TAA even if trade was
not really the primary problem. Others respond that the
difficulty and length of the TAA process instead leads to
fewer petitions than objective trade conditions would war-
rant. Without trying to judge this argument, one can say
minimally that a TAA petition results from some kind of
economic hardship and thus, in the aggregate, is signaling
something. This is probably true even if the petition is
rejected.  Rejections are based not on hardship itself, but
upon the demonstration of trade as the cause. 
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continued on page 2Over the past three years, 414 TAA petitions have been
introduced from the state of Tennessee. Petitions rose
sharply beginning in mid-2008, spiking in the middle of
2009. This is not conclusive evidence of increasing diffi-
culties, because a liberalization of the program this past
May encouraged additional petitions. On the other hand,
why was the program liberalized? Presumably due to
worsening economic conditions! Nevertheless, the trajec-
tory of the petitions appears, at the moment, to resemble
more a sudden spike than it does a secular increase in peti-
tions. The petitions have amounted to the equivalent of
one per year for every 50 Tennessee manufacturing estab-
lishments. This is only a rough measure, however, because
a minority of petitions falls outside the manufacturing sec-
tor (for Tennessee, about 13%) and it is possible for the
same firm or group of workers to launch multiple peti-
tions. The Armstrong Woods Products plant in Oneida gen-
erated seven petitions over the past three years, the most
for any operation, and illustrative of the point. 
The Tennessee petition percentage is substantially higher
than that for the United States as a whole. The state gener-
ated nearly twice the petitions that one would expect based
simply on the number of businesses in the state. A look at
the disbursement of TAA monies is also cause for disquiet.
In 2009, about $3.1 million of the $165 million appropriated
for the program went to Tennessee. This has increased by
27% in the past four years, as the state takes an ever larger
portion of total TAA distributions. In other words, Ten-
nessee needs more and more support relative to other states. 
We can investigate this further in the regional context. As
the accompanying chart shows, Tennessee is the source of
more petitions per manufacturing establishment than any
of its neighbors, save North Carolina. Its ratio of petitions
to establishments is almost twice the nation's over the past
three years. If we use instead the number of manufacturing
workers, the story is essentially the same, although the gap
between the state and the nation closes a bit. 
There are several possibilities for why the state generates
relatively more petitions than most of its neighbors and
more than America overall. One relates to industry struc-
ture. Perhaps Tennessee industries are disproportionately
located in the sectors most exposed to international trade
or other economic difficulties? In fact, there's not a lot of
evidence to support this. TAA petitions, as one would
expect, come mostly from troubled industries. Textiles,
furniture, rubber, and the automotive industry stand out.
(The pie chart understates the automotive sector's impact
in Tennessee because a good portion of fabricated metal
and rubber petitions are auto-related.) However, it does not
appear that Tennessee has a greater percentage of its estab-
lishments in these more exposed areas. The state is mod-
estly "heavy" in automotive-related establishments but not
so in these other sectors. The bigger piece of evidence
against this argument is that Tennessee establishments are
more likely to generate TAA petitions across almost all
industrial sectors, whether the state is relatively concen-
trated in the sector or not. It doesn't look like we can
blame Tennessee's greater than average resort to the TAA
on its industry structure alone. 
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3rd Quarter 2009 Fastest-Changing Export Destinations 
(Among countries averaging more than $2 million in sales per quarter)
Value of Exports  Gain   Decline






COUNTRIES WITH THE GREATEST DECLINE
Nicaragua $1,618,254 -77.1% 
Slovenia $1,086,509 -68.2%





Change from  Change from 
Exports Last Year  Last Quarter
Transportation Equipment $879,246,386 -13.1% 21.4%
Chemicals $841,405,603 -12.1% 9.0%
Computer and Electronic Products $790,036,598 -12.2% 14.5%
Miscellaneous Manufactured Goods $646,973,288 -5.9% -11.4%
Nonelectrical Machinery $390,136,526 -23.6% 10.2%
Electrical Equipment $177,818,583 -15.8% 7.6%4
Tennessee Monthly Exports

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What’s Hot and What’s Not*
Value of Exports   Growth Decline
SECTORS WITH THE GREATEST GROWTH
Drawing or Calculating Instruments $15,177,042 12,269.4%
Spark Plug Piston Engines > 100cc $53,182,964 789.4%
Antisera and Other Blood Fractions $28,957,953 626.8%
Amplified Music Instruments $8,931,449 155.7%
Vegetable Oil $17,173,326 141.5%
SECTORS WITH THE GREATEST DECLINE
Mechanical Shovel Excavators $8,946,377 -70.4%
Computer/Networked Printers $8,753,636 -67.6%
Computer Storage Devices $16,372,944 -63.5%
Passenger Cars $54,911,679 -62.4%
Inboard Motor Boats  $12,969,789 -60.3%
Global Commerce, published quarterly by the
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he third quarter of this year produced no surprises. As
expected, Tennessee exports were down, and substan-
tially so. The state’s foreign shipments fell by a billion
dollars for the quarter,  to $5.161 billion. The good news,
if you wish to call it that, is that the state at least suffered
smaller percentage losses than did the nation overall. And
a relatively small loss in October, the first month of the
last quarter, suggests that the worst might indeed be over.
The losses were so broad, across industries and coun-
tries, that the story is a bit monotonous. Exports fell in 45
of the state’s top 50 markets. In only three were gains sig-
nificant, and the most spectacular of these gains, Luxem-
bourg, is artificial. State exports to that small nation grew
by almost $100 million for the quarter, an almost unheard-
of gain. But the medical equipment and pharmaceuticals
shipments that produced this gain were simply goods
rerouted from Belgium and other European countries. Sin-
gapore (aircraft related) and France (whiskey and radioac-
tive chemicals and isotopes) were the other significant
markets that turned in positive numbers for the quarter.
Otherwise it was the same story around the world.
Exports to Mexico were down 5% (automotive goods), to
Canada 12% (computers, electronics, DVDs and games,
auto parts), and to Australia 13% (boats and machinery).
Latin American shipments fell 20%, with even worse num-
bers from Central America (down 27%) and the Caribbean
nations (down 24%). To show how broad was the export
collapse, even the state’s exports of charitable goods, tradi-
tionally important in these latter markets, fell by more than
50% for the quarter. Exports to China dropped by $72 mil-
lion (18%), with cotton bearing the brunt. Trade with
Hong Kong and Taiwan fared even more poorly, off by
38% for the quarter. Shipments to Japan fell by 13%, led
by losses in auto parts, chemical, and wood pulp exports.
The state’s exports to South Korea dropped 17%, while
shipments to the Southeast Asian nations were off by 8%.
In the European Union, where large losses in chemical,
plastics, paper, and machinery exports occurred, Ten-
nessee’s exports fell by 17%. Simply put, there was no
place to hide.
The worst-hit export products were generally primary
and intermediary goods used by foreign manufacturers.
The state’s paper and pulp producers, for example, lost
31% of their foreign sales in the third quarter. Apparel
shipments declined by nearly 40%. Waste and scrap sales
were down 40% as well, while exports of primary metal
goods fell 33%. Cotton lost more than $100 million in
exports over the quarter, 62% of its 2008 sales over the
same period. Indeed, 11 of the state’s top 100 commodity
exports lost more than half of their exports for the quarter.
Only that same number, 11, saw any increase in foreign
shipments at all.
How long will this continue? As noted, October
exports were down 6% from a year ago. This is the best
monthly performance in a year. With better economic news
seeping out from East Asia and elsewhere, signs are finally
pointing up. Given Tennessee’s heavy investment in trans-
portation, chemicals, and medical instruments, however,
we must await definitive signs of improved markets in
these products before we can anticipate substantial
improvement in the state’s export picture. 
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THE LOSSES WERE SO BROAD, ACROSS
INDUSTRIES AND COUNTRIES, THAT THE
STORY IS A BIT MONOTONOUS.
TENNESSEE INTERNATIONAL TRADE REPORT
Another possibility relates to ownership. Tennessee estab-
lishments are more likely to be branch plants, or at least
owned out of state, than is generally the case across the
United States. A company may be more likely to close or
reduce operations at a distant facility than in the state or
locale where it is headquartered. If so, it would be these
outlying establishments that would be more likely to have
need of the TAA program. This could explain a pattern of
higher TAA petitions across a number of industries. Over
the past three years, the number of branch plants has
indeed been reduced across the nation, even while locally
owned operations have increased. All of the southeastern
states saw reductions in their number of plants that were
owned out of state. These closures were most severe in
plants that employ more than 100 workers — the classic
assembly plant, for example, that is often thought to be
particularly at peril from international trade. 
There is some evidence that this is Tennessee's problem.
Overall, out-of-state ownership of Tennessee operations is
at the upper end of the southeastern states, and, on a per-
centage basis, is about a third again as high as for the
entire U.S. Among manufacturing establishments, 13.4%
in Tennessee are not locally owned. In comparison, across
the nation 8.6% are owned outside of the state where they
are operated. Since out-of-state operations are more likely
to be targeted by a company in trouble, and Tennessee has
comparatively more of this type of establishment, this fact
probably accounts for the state's greater use of the TAA
petition. On the other hand, the structure of ownership in
Tennessee is very similar to the other states in region and
does not account for the regional differences we see.* It
appears that the regional difference stems from differences
in industry structure, while the ownership factor becomes
more important in the national comparison. 
While the state generates more petitions across most
industries, it's an odd fact that Tennessee's petition rate is
unusually high in those industries that nationally generate
the most petitions. The national industry that has the most
intense need of the TAA is the textile industry. Tennessee
establishments in this industry generate two-thirds again
the number of petitions relative to the nation. The disparity
is even greater in the next four most TAA intensive indus-
tries, where the state typically generates petitions at double
the national rate. In other words, many of the state's
requests for TAA funds come from the same industries that
demand them nationally but at a much higher rate. Beyond
the ownership situation, it's difficult to conclude why this
might be. Some of the explanation may lie in the specific
activities of the establishments in question. The rubber
industry generates a lot of petitions, but the portion of that
industry involved in tire manufacturing generates even
more. Perhaps this is the situation. Likely more important
is the geographical location of establishments. Tennessee
plants are more likely to be located in rural areas than
plants nationally. Given that workers in these areas have
fewer alternatives when a plant downsizes or closes, it
may be that such establishments are more likely to pro-
duce TAA petitions. 
TAA Petitions by County
To investigate this hypothesis, we can examine the geo-
graphical source of Tennessee's TAA petitions. The map
shows petitions by county per its number of manufacturing
establishments. As you can see, the most affected counties
tend to be those outside the state's metropolitan areas. This
suggests that rural location is an important factor in the
petition process, although it may be correlated with indus-
try location as well.
TAA petitions, granted or not, are indicative of economic
stress. There is little positive to be said about Tennessee's
disproportionate resort to them. Whether this usage relates
to location, ownership, or industry structure, the conclusion
is the same. Relative to much of the nation, the state econ-
omy is going through an unusually difficult period. 
* A last possible explanation is that petitions are being encouraged by
state or local governments to a greater degree than elsewhere, but there is
no evidence for this. Relatively few Tennessee petitions originate, for
example, from the Department of Labor and Workforce Development.    
Lake County currently has no listed manufacturing plants.
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TAA Petitions as % of Manufacturing Establishments